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SECTION I. SIMAARY OP PAR EAST TRENDS AND DEVELOPMENTS 



Plans to rehabilitate Japan’s soonony within next five years are 
twins hindered by poor sales of cotton textiles (page 8). 

Japanese Qownseot appears to be adopting a stronger anti-Communist 
policy (page 8)* 

The Republic of Korea appears to have disposed of the first serious 
threat to its authority with the suppression of the Y08U uprising (page 6). 
Although an armed invasion of South Korea by the North Korean People's 
Army is improbable as long as US troops occupy the area, continued threats 
or InviBlon way bo oxpooted bo wiamt s from Borth Korea as a means of 
encouraging the subversive activities of South Korean Connuniets (page 7) 0 
The Rhee Government may be faced with economic and political instability 
next spring due to the apparently deliberate sabotage of the grain collection 
program by the Ministry of Agriculture, a self-styled ‘'former Communist." 
(page 7)* 


In China CHIANG Kai-shek apparently has o encoded Manchuria to the 
Commmists (page 8) tutd T* 7. S00NG is making plans to defend South 
(page 8;. The leader of the Shanghai underworld le reportedly «r 
arrangements with Communist representatives to facilitate eventual turn- 
over of that city (page 8)« Public pressure may precipitate important 
ohanges in the National Government, including CHIANG Kai-shek's departure 
(pag® 9J , srhile the Cosanunists continue to push their plane for a co ali tion 
government (page 9) • Yhe gold yuan is collapsing as pressure mounts to 

Nbltei In suooeeding seoHons of thla’^eklv. tha 
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SUMMARY (oontlnaed) 

relax price control* (page 10) and unpopular eeononlo refora measures 
tew produoed a psychological oriels in Tainan (page iq) 0 

Notwithstanding China*# advanced internal disorganisation, the Chinese 
Government la omtlnning to exert preesure for preferential treatment of 
Chinese in 8 ion (page 8)« 

Dutch-Republican negotiations my resuae about 1 November (pane 11) » 

A revised French policy towards Iadoohlna nay bo carried out by the 
newly appointed French High Cocttiieaioner (page 11)* 

lhe Burmese Oovernnant's difficulties nay be eased by the possible 
capitulation of a large opposition group (page 31) » 

Problems of the Japanese Police System — See SECTION III (page la) • 
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SECTION II* DBVBL0PMBNT8 IN SPECIFIED AREAS 

■ - * • ■ ' ' 1 ; ■, i 

GEtNHRAL ' 

Japan attempts to Improve the sale of potton’ textile abroad «b* 

- SCAP i# oontinuing strenuous efforts to better the sales of Japanese 
cotton textiles whiah have recently slumped* -The OS Political Adviser in 
Tokyo reports that Pakistan has indicated its willingness to make appreci- 
abie cotton textile purchases from Japan and in turn is prepared to allocate 
substantial quantities of raw cotton to Japan* Additionally, Pakistan is 
interested in obtaining its capital goods requirements from Japan in return 
for certain raw materials* principally raw cotton and lute- as well as 
leather, hides and mica, * 

At the aame time, the Netherlands and Indonesia are reported to have 
agreed to buy next year a substantial quantity of cotton textiles from 
Japan* .In return, Japan will rebeive rubber, bauxite, bait, tin, industrial 
chemicals, hs,tt.#s and skins, drugs and lumber. Unless Japanese exports of 
optton textiles spurt within the latter part of 1948, it is believed doubtful 
that Japan <tan attain export goals for the year, Moreover* the poor sales 
gf Japanese cotton textiles because of the planned .emphasis on export of this 
commodity are said to render "unrealistic, plana to raise Japan to, a viable 
economy within the next 5 years. 


Chineses laaece friction continue* 

~ . „ , - 

. Notwithstanding China’s advanced internal disorganisation, the Chinese 
Government is continuing to exert pressure for preferential treatment of 
Chinese in biam, Sinp-Siar^se friction stems from Chinese insistence upon 
the maintenance of*;fl) Chinese language schools in Siam* (S) political ; 

■fSSiL-Sjb a f t ^* KMTs R lar s® Chinese immigration quota's and- (4) non* 
interference in Chinese rice milling enterprises, V 

The temporary settlement of the Chinese- schools question appears to 

fwLil 00 S ViC m°r y f ° r the Cbines ^ toe otfeqr hand, Siam has' 

formally turned down a Chines© demand for a "prompt and full reply" to a 

note requiring information concerning the arrest and detention under the 
^;!T 0, T of *<**/ZOO. Chinese. It is doubtful that the Chinese 

, let t 5i® isStt ® d * 01 is also doubtful teat the Siamese 

action will break up Chinas© political organisations in Siam but rather, will 
temporarily force them underground, tea issue of Chines© immigration is an 

h? 1>r0bable *#..iW««»l Chinese immigrants out- 
number legal entries. The Siamese Currently are- attempting to lower the 

annual, Chino so quota, but because of widespread corruption among border guards 
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■VISUAL (continued) 

immigration affioial*, It is Hot expeot»d t*at aotual number of 
Chines© ontriea idU be reduced* 

The trend towards economic nationalism currently exhibited by the 
y>i(+rmac Government is aimed primarily at live Chinese hold on Siam*s economy* 
A rsoently initiated g ov ernm e nt regulation designed to maximise treasury 
returns from the sale and milling of rice hit the Chinese particularly 
hard since most important rioe dealers and mill owners are Chinese* The 
recent closure of eons 400 mills by the owners was ostensibly undertaken 
he cause of reduced profits* However, it is likely that the shutdown is 
actually a Chinese Inspired strike against live policy of 1*0 Siamese Govern- 
r,ont and is an excellent example of the ability of the looal Chinese to 
oxert economic pressure to further their interests* 
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trend for Jaraseee jjgyy yna^ nt 8 , g ggr? SSSm&S&SSM SZ' 

jiSsS^cwmSbapwwB to be dealing more rigorously^ with the 
.Vnm CewUlst Party (JCP) than it has heretofore, as a counter-measure 
to' the constant comauniet treasure of activity In political, economic , 
rriacntional and oultural fields » 

Conservative elements in the Aahida Oovernoent weicomed the now- 
celebrated McArthur letter of 22 Ju^r on which was based the Cabinet 
order prohibiting strikes and collective bargaining on tne part 
government officials and employees. This ban had the **** i g 

JCP effectiveness in the critical coraumcations and 
In mid-October, after the attack on cornraunia® in the labor field, the 
government through an Education Ministry Order prohibited political 
activity in schoSs and universities. This measure was again aimed pri- 
marily at the JCP, Qa 20 October eight ownnunist students rere expelled 
fromKagano Normal School for failure to observe the ban on political 

activity. 

The coming to power of the Yoshida Government, representing the most 
conservative elements in Japanese politics, would appear Promisetha 
the Japan Communist Party may anticipate even more sevwe restrictions 
in the future. The foshida Government representing only the conservative 
Democratic liberal Party as contrasted with the Ashida Governmen b 
" middle-of-the-road" which was dependent on the somewhat ieftistSoctel 
Democrats, will feel less restricted in its dealings with the JCP. Ran- 
dom confirmation of this feeling is reflected in the decision of the 
Diet* s House of Representatives Rules Committee that no Communist wi 
be permitted to sit as a regular member of this committee, -At present 
there is one Communist committee member. 
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>:u p '» 4 ' s1---ux2.r u to h aye.jjt$i^«&jal Li£g ffy 9& .. 5Srj-P'Pg 

~'r7*77X:~’- < r October s in the southern coastal torn* of loau, 

t- -j •- q. jf or©an donstabulary unit seised the ansory and 

" , r T ~ ; -,»;•• i a', in an attack tigsiast too town police ana Con'"' 

. ^ 7 £ .-,.t’ 7 —. i- <-—or ibo interrogations of captured insurants it 

. ‘7.: a :.i CT8 told *ny tho ring leaders that they wore 

. . v, , v .. -:>*.ico ^revolt* 3 or that they were being issued anus 

'^%'v:^:n:,±cn Vor a schoduled movement of the unit to Gbe jit-do, 
s’,' -^r, -i j. l-s- £ja area of depressed tenant farmers choare 

- u* .v» <•* *1*1 susceptible to Uaoranist propaganda, p© 

! oador3 of tU i-U-lfc ^rs able to exploit this feeling to the extent of 

gathering a mob folioring of some three to four a ^2 i £ ln8 In 

temporary control of losu, Sunohon and several o^er small ^ 

the insurgent-held area loyal police and rightist leaders were executed 
^ SrSS™ of ^Southtarea tabor Psrty aod tt>e North Korean govern- 

sent were displayed. Korean Police x 

and Constabulary units moved into i 

the area, end by 25 October, the v \ 

insurgente had generally dispersed , \ — 38 

except in Yosu which was under " \ 

heavy government pressure. It is 

anticipated that the task of elim- J* \ 

inating the concentrations of vj) p Seoul V 

insurgents in the C hlr i Mountain ■ 

area will require several months <, Ep \ \ 

Information available on the con- 1 

duct of government military opera- ^ 

tione is insufficient to permit an \ / 

evaluation of the combat efficiency ft t \ \ 

of the Korean armed forces. J | 

The revolt may have been \ [ ^7 

planned to serve two main Soviet fl 

objectives s (a) to illustrate to -> A / 

the U8 that the Republio of Korea Cj \ J 

is an unpopular regime supported / Chiri fit. 5 

only by Police and the US Army; /» f l ^ f) J 

(however, US troops did not become r ¥ ( s—jT 

involved, and if U* Commission Sundhon 

mashers in Seoul become convinced (Af j-jCfy? v Ar 

of Communist complicity in the S ■mJJ 

revolt, the incident may backfire X AJ Cheju-do 

on the USSR); and (b) to initiate / 

a series of riots and strikes that 


«a* i 


Chiri fit. 


1 ^ ~ 

,To Cheju-do 


^SFyCRET 

Approved For Release 2001/08/26 : CIA-RDP79-01090A000500010015-0 



25X1 C 


Approved Fotoklease 2001/08/26 : CIA-RDP79-01 09^0050001 001 5-0 

SECRET 




(Coat.) 

would dissipate the econonic and L'illterr strength of the Republic end 
pave the ray for the extension of the North Korean Governoent * a control 
throughout the peninsula following the eventual withdrawal of OS forces. 


SSsiurrhiln, the Wise government has utilised the incident in a farther 
attempt to discredit its rion-Comnunist opposition by alleging that Kiffl 
Koo and other rightists norkod with the Camwmlsts in planning the revolt. 
Rase has r.leo seized the opportunity to inoroaee control of the prose and 
to clininatG kr.o^n Communist sympathizers, 

An armed invasion of South Rorea by the North Korean People,' e. Army (PA) la 
inprobable as long as US trooos occnrav the area. Nevertheless, the inva- 
sion of South Korea after US troops withdraw will become a probability if 
a Communist attearot to "unify" Korea by moans of a bloodless coup Is 
unsuccessful. 

As early as March 1947, and again in February, March, and April 1943, 
reports were received which presaged an invasion of South Korea by the PA, 
Since previously threatened invasions in every case failed to materialise, 
such threats have not been the occasion for alarm. However, such recent 
events as the Soviet withdrawal from North Korea, communications improve- 
ments in North Korea, movements of FA troops to areas near the 38th 
parallel, reported movement of elements of PA Third Division from Manchu- 
ria into North Korea, and PA combined maneuvers all point to preparations 
for armed oonflict with the So uth Korean Government gfean Soviet withdrawa l 
from North Korea ie comp lete . 

Communist agents have been directed to intensify 
disturbances in lata November for the ostensible purpose of facilitating 
an invasion of South Korea In February 1949, Although the promised Inva- 
sion will probably not materialize, it is being used as an incentive for 
South Korean Communists to precipitate such disorders as the Tosu upris- 
ing which will serve to bolster the Soviet position in the ON discussions 
on Korea in November. 
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The Minister of Agriculture , a former Communist, has seriously delayed the 
grain purchasing program to a point indicating deliberate sabotage. Suc- 
cessful collection of grain this winter is a pre-requisite of economic | 

and political stability in South Korea next spring and summer. f 
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flBTim Kai^ghak »PP*r«xvtly has oonoedsd Manchuria to the Coammista “S*' 
and has ordered tke •rmourtTonof hi* troops from Mukden via the recently 
captured port of Ylngkeu. Those nationalist unite now in the Us in li tun 
area will try to drive through the gathering Coe— mint force » end 
reach Chinbsl, hit they have little chance of euooeeding union* the 
Communists allow then to past through ee the price of a quiok Cn— ini »t i 

occupation of Mubdam. 

In China prefer e renewed Communist threat ie building up in 
the Kueieui area* the Communist eeeault on Taiyuan oontixnied with 
rumors current that M Hei-ehan any be reedy to go over to the Communists* 


Central and £het China remitted relatively quiet. The Communists ? 
have occupied Chenghelen and olain to have taken over Keif eng# follow** l 
ing Nationalist withdrawals from those cities. The morale of nationalist \ 
troops at Msuoboni is said to be so low as to prejudice any effeotive l 
resistance. 

The appearance of several new Communist forces further increases t 


the seriousness of the nationalist position* Che new foroe of khm t 

40,000 has been reported In the arm south of Tientsin, adding to 

the tenuouenees of the lationalist hold on this vital but lightly ! 

held point, A new ooluwx also has been formed from several Irregular f 

units in the Taingtao arm. This ooluwn* called the Hew 14th, can 

Join other Communist unite in eastern Shantung# released by the | 

occupation of Chsfoo, and begin harassing the Tsingtao perimeter, • 

A reshuffle of the Berth China military command resulting in *B # I 

the abolition of the Sorth China Coaminiet-Suppression Headquarters# . 

the transfer of Sen. FU Xeo-yi to Kalgan# and Cm. WEI Li-huang to 
a Worth China *" 1 **“^ appears likely, this change probably reflects 
VC’s determination to Move his troops intact to his old base In f 

fiuiyuMt to avoid being trapped in the Poiping~Ti entsin arm. | 

South Chine defense plane ars being laid by Kwangtung Governor "B" j 

T,V„ S06t- /# whs seems convinced that inevitable ohanges in the | 

national Government wi 11 come soon, S0GHG plans to supply arms and 
ajmeunition for troops commanded by Gen. CHEBG Chlen who is now in [ 

Canton preparing to train and develop a foroo to defend Hunan# Kiangsi, j 

Kwangtung, Kwangsi and Fukien. The Kwangtung governor claims to [ 

have more arms than Its oan use, including 2,000 Bren guns obtained | 

from Canada and a large quantity of machine guns and small r.rms ? 

ammuni tion from French sources. 

Plane to turn Shanghai over to the Ooenaumlats are reportedly "B* 

being discussed by bomnunlst representatives and TO Yueh°sheng, 
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powerful underworld Ittdttr In that oily* An attempt by the CooBtunists 
to anliat 10* a support mould be a Tory shrewd move* The latter la 
ix.tagooi.stio to Idto constituted authorities for impeding his various 
illicit nativities and for the reoent arrest and imprisonment of hia 
soxu Although t ho Oo MB Bn lata nay not ba raady to nova on S h a ngh a i 
for w r a f a ) asntha the oooparation of TO* a well-organised underworld 
foroea would considerably facilitate an eventual Cooauniit occupation 
of that city* 

Important nh»»gqa in tha Chinese National Government way ba "A" 

o&uaed by official and popular ewarenoac of its military and economic 
iruimNit A possible marly development la the departure of C&AVG 
Kai-shek which night be occasioned by Kuca&r.tang political strategy 
or by overt pressures against the Government* •The advisability of 
CHlAHG*e retirement hat been die cuts od recently by Kuondntang leaders 
occupying Various governmental positions* Should CHIANS be forced 
from power the succeeding government, even if headed by avowed reformers 
such as Vice President Id leung-Jen* probably would be even weaker 
than the present regime* It is unlikely that such a new government 
would be able to oSnunaad the support of various Whampoa generals, CC 
clique leaders and other key groups in the Kuomintang and the admin- 
1 strati on on which C&ANG has long depended 0 T»Vp SOONG and other 
powerful adminiB Ufa tdts would band to look primarily to their regional 
interests* as would the rulers of various outlying provinces* Any 
new government likewise would be unable to make favorable truce terms 
with the Communists and* therefore* might aooept faoe-savlng plans 
for creation of a Communist- dominated coalition regime* 

The Communists continue to ple»* for "ooalition government* " e^w 

The Communists* ieEF^stated "new poll ti or l consul Stttve conference to 
formulate plans for a coalition government” has attracted a mission 
from the anti-Nationalist Kuomintang Revolutionary Committee in 
Hong Kong* and it is possible that a KMTHC Army will be formed* under 
Communist control* to promote increased defection of Nationalist 
forces* A "ooalition government” of the Communists* the KISTRC, the 
Democratic League* and other dissident groups would be advantageous 
to the Communists in that it would offer a • ome.ihat less distasteful 
haven for wavering Nationalist elements than could a totally Communist 
government* 

However* sueh a ooalition does not seem likely as lone as the 
current of events in China continues in its present course and velocity* 
for* at the time at which these plans for ooalition are completed, 
it is probable the Nationalists will have no alternative to that of 
submitting to a Communist- dominated "ooalition government” for all 
of China* It therefore seems most likely that the Communists* together 
with the various dissident groups oriented towards them* will continue 
to develop plans* through the political Consultative conference among 
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other mens, for a g ov e rnment for all of China, and that a framework 
will be oonatruoted to accomodate those remnants of the National 
Government still desirable to the Communists at the tine of final 
Nationalist capitulation, and that it mill be this framework which 
will be proclaimed as a "coalition government," 

China* a new currency, the gold yuan, is collapsing as indications 
aonear that the Chinese Government plans to unfreeze August 19 
prioe levels. The two chief pressures forcing the Government's hand 
are the acute food shortage in major oities and industrial curtail- 
ment due to the lack of raw materials. Price differentials of agricultural 
commodities in rural and urban areas, caused by unchecked prioe 
inoreasee approaching the July rates in the former and price controls 
in the latter, have prevented these commodities from moving to the 
oities. An important break in the August 19 price level haB already 
been made bj the Nationalist Army which is authorised to prooure 
foodstuffs at the prioe asked. Although ineffective controls may 
again be attempted, onoe the present controls are relaxed it will be 
difficult, if not impossible, to undertake them again. 

The necessity for increasing U.S, aid to China has been "C" 

urgently stressed this past week bj both Ambassador Stuart sad China * 
Aid Director hapham. Insisting that present and planned measures 
are insufficient, these officials urge all-out aid to China limited 
only by our national resources and commitments to other countries. 

**Ihe Ambassador's proposal is to meet the present crisis by telescoping 
the entire commodity program, soheduled to be spread out through 
April 1949, into the next few months.** Lapham* a publically announced 
statement, which was enthusiastically greeted by the Chinese press, 
urged a long-range program with annual appropriations in exoess of 
the present US #400 million. 

Reaction in Taiwan to stringent Government economic controls has **B" 
precipitated a psychological crisis there and indicates the situation 
is potentially dangerous although there is little active hostility 
at the moment. Commodities and all black-market prices have more 
than quadrupled since September 1, offering Taiwan extremists, 
particularly pro- Japanese groups, an opportunity to provoke the populace 
into an inoident to embarrass the Government. Governor WEI Tao-ming 
charged the National Government with ordering prioe controls for 
Taiwan while he was in Nanking, thereby precipitating s crisis 
among the popul&oe who previously were seemingly unaware of oritioal 
mainland conditions. 
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nr urare b o resu me no # oblations . Tbe Republican « R t» 

u’Joino i,; uft&r c on^id ©r^.u jr? assure £!ro& President Sockarno and Prcmisr 
has formally acewpted the vs draft a g ree m ent as a basis upon whic h 
o r-; ur,3 negotiations ’o*;n ife Dutch, Certain ministers were reluctant 
vo .ocept the plan sines : avert acceptance is based on proposed amendments 
«ttbetantiaUy alter the nr; proposal, it would appear, however, that 
• oaorno and flat t. a are pear aired to stake their nolitieal future on the out- 
co \s of what may be the final round of TO good Offices Committee negotiations. 
Although the f.emblie * n acceptance ms given a lukewarm welccena in The Hague, 
it is now expected that a final approval by the Dutch Government will be 
received in tima to rse*-me neprytiatios* about 1 Nov emb er. 


IMOOCHIH A 

New French High Comraissionttr may implement revised French policy . The «*b” 
necessity lor the early return {^ former Amamite emperor Bao Dai to Indochina 
»o need the French— sponsored Vltituam state has been recognized in recent 
statements by French Government officials and in discussions of the problem 
in the French press. Premier Quctuille' s chief assistant on the Vietnamese 
problem maintains that the ex-emperor must be "provided with effective means 
to succeed" and is urging the Prettier to secure Cabinet acceptance of a gen- 
eral plan for meeting minimum nationalist demands as well as a program of 
semantic and military aid^ This consideration of a definite policy coincides 
with the appointment of Leon Pignor to succeed Bollaert as French High Com- 
missioner for Indochina, ?!, Pignon., who is considered as able, inte llig ent, 
sUi.i <l non— partisari career civil servant, has had many years experience in 
y e acaanietration of Indochinese af fairs. Inasmuch as Bao Dai anpears to 
demanding greater concessions than Ho Chi !Hnh received from the French in 
tij 1946 negotiations. the success of a new French policy and Pignon'a ad- 
apniaireiicn in Indochina my well de-jend upon a reconciliation of Bao Dai's 
•b-aaanJs rd.th French sovereignty. 
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pjH&ittulattpn of large opnosition group would ease government's diffi- «*gn 
Recent negotiations between Burmese Government officials and mem- 
bers or the rebellious "’Ihite Band" Poop' ,es* Volunteer Organization (PVO) 
indicate that the latter may be ready to coins to tarns with the Government 
and reunite with the Anti-Fascist Peoples'' Freedom League (AFFFL), the Govern- 
ment Party* A PVO capitulation at this tune would greatly ease the Govern- 
ment's burdens because it would neutralize me of the largest groups in armed 
opnosition to the Government and may lead tc< the return of PVO deserters to 
lise arpy* it would also mean that the Communists would remain the only major 
ez festively organized group in open rebellion* A PVO surrender, however, 
would not tutsan a speedy return to law and order. If they do surrender it 
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BTIHfl A (continued) 

urill Probably be because of: (1) dis&pnolntamnt at not swiftly 
nower and position; (2) the rigors of extended guerrilla life, and (3) 
fear of the '■'•oremnent ' s military forces. However, it is not likely that 
PV0 lead ers have given up their ambition©, and if they are taken hack into 
the AFFFL and the Government, it can be expected that they trill torn o n 
the Goremmmt at an opportune moment. Furthermore, a PVO sur rend er prtfcabiy 
would not be binding upon many of its members who, with the Coraamists and 
other lawless element 8, will continue to harass the Government. 

Another complication is the possible effect which a FVO-AFFFL rapproche- 
ment may have upon the Karen minority problem which is still a very delicate 
issue. It is possible that it will result in a stiffening of the Karen 
attitude on the matter of a separate state because they have consistently 
feared that since there were no great ideological differences between the 
various Burman groups these groups would eventually unite and suppress 
the Karens. 
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®M structure cod the scope of c a tt ort ty of 1 fee Japanese polio* 
OfBtott hove toon dras ti cal ly reorganised by the passage of recent legie** 
ftU l eg tsl e tl o tt, la particular the Police law, provides for a 
decentralised organisation delegating police responsibility to oil nnl* 
olpnlltic* Kith a popdtlon of 5.000 or aoaret the formation of a email 
Independent national police force for rural districts, with so coroaad 
aftfarntj® between the National Sural Police end local police except fa 
time of national oner gassy t the establishment of popularly controlled 
commissions to direct the police ; the limitation of police functions to 
neint e nPTioe of ptxblie safety end order j and legal and procedural guaran- 
tees, including safeguards against o pressure police methods. While the' 
pattern of a democratically controlled police force has been established, 
may factors c ombine to raise the question of whether the police as 
constituted as present can effectively maintain public order. The major 
problems revolve around coordination of local and national police opere*- 
tione, the mainte n a nc e of adequate reserves pf men and equipment for 
Msrgenoy situat ton s, the financing of municipal police forces, and the 
improvement of police equipment and training. 


Summary • TKOniKMS OQB* THE JAPAKSSE POLICE 
SYSTEM. 
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